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LEARNING TARGETS
1. Name and define the FOUR FACTORS OF PRODUCTION - LAND (natural resources), LABOR (human work and effort), CAPITAL (tools, machines, buildings, and money used to produce), and ENTREPRENEURSHIP (the risk-taker who combines the other three)
2. Explain the difference between a RESOURCE and a FACTOR OF PRODUCTION, and classify real-world inputs into the correct factor category
3. Explain how the four factors COMBINE to produce goods and services, and define PRODUCTIVITY (output per unit of input) and how it grows
4. Identify FACTOR INCOME - the payment each factor earns: RENT to land, WAGES to labor, INTEREST to capital, and PROFIT to entrepreneurship

SECTION 1
What Gets Used Up to Make Anything - The Four Ingredients
The Four Factors
Every good and service must be produced - it does not make itself.
Producing uses up the limited resources we have.
Those resources fall into four groups called the factors of production.
The four factors are land, labor, capital, and entrepreneurship.
SECTION 2
Resources vs Factors of Production
Two Words People Mix Up
A resource is ANY input that can be used to make goods and services.
A factor of production is one of the four categories every resource falls into.
The four factors are the four buckets; every resource drops into one of them.
Quick test: is the input natural, human work, a made tool, or the idea-and-risk?
SECTION 3
Factor 1: LAND (All Natural Resources)
What Counts as Land
LAND is every natural resource used in production.
It includes water, forests, oil, coal, minerals, and metals.
It even includes the wind and sunlight a solar farm uses.
If nature made it and we did not, it is LAND.
SECTION 4
Factor 2: LABOR (Human Work and Effort)
All Human Work Counts
LABOR is the human work that goes into production.
It includes physical work like building, lifting, and cooking.
It ALSO includes mental work like designing, teaching, and planning.
Labor is measured in the time and effort people give.
SECTION 5
Factor 3: CAPITAL (Tools, Machines, Buildings, Money)
What Capital Is
CAPITAL is the tools and equipment used to produce.
It includes machines, computers, ovens, and delivery trucks.
Capital is made by people - it is built to make other things.
A pizza oven is capital; the pizza is the good it helps make.
SECTION 6
Factor 4: ENTREPRENEURSHIP (The Risk-Taker Who Combines the Rest)
The Factor That Combines the Others
ENTREPRENEURSHIP is the initiative to start a business.
The entrepreneur combines land, labor, and capital together.
The entrepreneur takes the risk that the business might fail.
The entrepreneur hopes to earn a profit as the reward.
SECTION 7
Human Capital vs Physical Capital
Two Kinds of Capital
physical capital is the machines, tools, and buildings you can touch.
human capital is the skills, education, and training a worker has.
Human capital makes a worker more productive.
School, practice, and on-the-job training all raise a worker’s human capital.
SECTION 8
How the Four Factors COMBINE to Produce a Good
One Pizza, Four Factors
LAND: the flour, water, tomatoes, and cheese that go into the pizza.
LABOR: the cooks who mix, top, and bake the pizza.
CAPITAL: the oven, the mixer, and the kitchen.
ENTREPRENEURSHIP: the owner who opened the shop and took the risk.
SECTION 9
The Same Four Factors Behind a Service
A Haircut Needs Them Too
A service uses the same four factors as a good.
LABOR for a haircut is the barber’s skill, time, and effort.
CAPITAL for a haircut is the clippers, scissors, and chairs.
A haircut is a service, not a physical good, but it still needs all four factors.
SECTION 10
Productivity - Getting More Output From the Same Inputs
What Productivity Is
PRODUCTIVITY is output divided by input.
It measures how much you make per unit of resource.
Higher productivity means more output from the same factors.
Higher productivity also means a lower cost for each item made.
SECTION 11
How Productivity Grows
Four Ways It Grows
Better capital - a faster oven or machine lets each worker make more.
More human capital - training and education make workers more skilled.
Better methods - a smarter way to organize the work, like an assembly line.
specialization - workers focus on one task they get good at.
SECTION 12
Factor Income - Every Factor Gets Paid
Each Factor Earns Its Own Income
LAND earns rent - payment for using its natural resources or property.
LABOR earns wages - the pay workers receive for their work.
CAPITAL earns interest - payment when money or equipment is lent or invested.
ENTREPRENEURSHIP earns profit - what is left for the owner after all costs.
SECTION 13
Factors of Production Vocabulary (1 of 3)
Three Key Terms
1. factors of production - the four basic inputs used to make every good and service.
2. land - the factor that includes all natural resources.
3. labor - the factor that is the human work, time, effort, and skill.
SECTION 14
Factors of Production Vocabulary (2 of 3)
Three More Key Terms
4. capital - the made tools, machines, equipment, buildings, and money used to produce.
5. entrepreneurship - the risk-taking initiative to combine the other three factors for profit.
6. productivity - output per unit of input; more output from the same resources.
SECTION 15
Factors of Production Vocabulary (3 of 3)
Three Final Key Terms
7. factor income - the pay each factor earns: rent, wages, interest, profit.
8. human capital - the skills, education, and training that make a worker more productive.
9. profit - the income entrepreneurship earns; what is left for the owner after all costs.
SECTION 16
Key Takeaways
Lesson Wrap-Up Review
Four factors make everything: land, labor, capital, and entrepreneurship.
A resource is any input; the four factors are the categories they sort into.
All four factors combine to produce every good and service.
Productivity is output per input - more from the same resources.
Factor income: rent, wages, interest, and profit pay the four factors.
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